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CLEAN ENERGY MAUI LLC’S FINAL STATEMENT OF
POSITION AND PROPOSED FEED-IN TARIFF

Clean Energy Mau LLC (“CEM”) hereby submits its Final Statement of Position
(“*SOP”) and Proposed Feed-In Tariff (“Proposed FIT”).'

Clean Energy Maui LLC joins Blue Planet Foundation's Statement of Position and
Zero Emission LLC's proposed Feed-in Tanff and submits the following additional information.
To conserve resources, Blue Planet Foundation's Statement of Position and Zero Emission LLC's

proposed Feed-in Tariff are not reprinted inside this Statement of Position.

Two central questions have been consistently outside the area of discussion and seem to hardly
enter the minds of the negotiators.

a) With Hawaii losing it's beaches and tourist trade in the coming decades to global
warming, should Hawaii not be at the forefront of combating climate change?

Hawaii emits more carbon dioxide than 112 countries and the per-person emissions (including
flight traffic) are the highest in the world. The FIT is the world standard of renewable energy

legislation and by far the most successful policy to create investment in renewable energy and

" CEM's SOP is umely filed 1n accordance with the March 30, 2009 deadline established by the “Order Approving

the 1{ECO Companies’ Proposed Procedural Order, As Modified” issued by the State of Hawaii Public Ulilities
Commission (“Commission™) on January 20, 2009 (“Procedural Order™). fd at 12.




curb carbon emissions. The eyes of the U.S and the entire world are on Hawaii's FIT
deliberations. As the first state in the U.S. to define a FIT, the outcome of this docket will set a
signal to other states and countries. This signal, which should be the adoption of a full FIT
according to the German example, will encourage other states' PUCs to follow the example and
make renewable energy a priority. If, however, the Hawaii PUC adopts the Heco minimalist
proposal, it will signal to the world that Hawaii and the U.S. are not ready to lead the world's

response to climate change.

b) Can Hawaii afford to pay as much as $7.5 billion per year to oil countries?

Probably not. With a shaky economy and declining tourism, Hawaii needs to sharply reduce the
outflow of money and use it instead to mine the abundant resources of free renewable energy.
Heco is earning less than 5% on every dollar pumped abroad, whereas a dollar spent inside
Hawaii re-cycles 3-5 times. We cannot afford to forego $10-20 billion of productive investments

into clean energy installations in Hawaii that could result from a well-designed FIT.

Additions to answers given to the PUC according to the procedural order:

8. What renewable energy projects should be eligible for which renewable electricity
purchase methods or individual tariffs and when?
In addition to the technologies proposed in Blue Planet's SOP, we recommend that the
commission considers:

a) alow-cost generic FIT rate for any firm renewable energy with no caps. This will allow

new technologies to enter the marketplace right away. The rate should be set equal to the
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lowest rate for any firm renewable energy in the FIT schedule. The technical
specifications need to impose increased participation of the resource in grnd management
for larger installations.

b) a FIT rate for grid-stabilizing technologies, such as batteries, demand control and
ancillary power. We are watching the German deliberations on such a tanff and will
report on the definition of their FIT rate in the following weeks. The reason to include
such a rate is that there is a large amount of investment needed to stabilize intermittent
wind and solar energy, but there is no money for it. This FIT rate would generate
investment capital both for developers and inside the utility to make these needed

investments.

10. Should the commission impose caps based upon these financial effects, technical
limitations or other reasons on the total amount purchased through any mechanism or
tariff?

Clean Energy Maui believes that it is clear that financial effects are very small and that over the

20-year period of a FIT would become extremely positive.

The only reasons to limit the amount of renewable energy are:
1) technical limitations

2) exceeding consumer demand

At this point we are not concerned with point 2, but it will become an issue in the future.




Heco and many other power companies around the world have argued technical limitations as a
defense against renewable energies. Such limitations have been brought forward at each
opportunity since 30 years, but they never get resolved. Studies come and go, but there are other,

stronger issues hidden undemeath the technical limitations argument.

We will examine these first and then get deeper into the technical discussion:

1) Technical limitations are a too-convenient argument against renewable energies. Since it is
hard to disprove them (these are classified, internal 1ssues of the company), they often get
accepted by regulators. However, in those cases where they did not get easily accepted, they
changed shape into technical challenges that good engineers were eager to solve. As such
solutions become patentable and sellable technologies, they will provide additional income
streams for the utility and all involved. We strongly suggest to the PUC to resist the technical
limitations argument. Motivating power companies to overcome their own inertia requires a lot
of political will and it is therefore rarely seen in the world. Political will, as noticed by Al Gore,

1s a renewable resource.

2) Technical limitations must be temporary by definition. Looking 100 years into the future,
clearly our energy will come from other sources than oil. Looking 80 years ahead, that will
probably still hold true. 60 years ahead, yes, you will find many experts that believe that oil
won't last that long. 40 years? Well, after several oil wars, shortages and price explosions, there

will be a big resistance to using oil. 20 years ahead? Well, that's anybody's guess.




The result of this mental exercise is that technical limitations are limited to the next 20 to 40

years. They will be solved at some point in time, so why not now.

3) Technical limitations have been overcome elsewhere. The island of Bonaire is installing a
combination of wind power, biodiesel generators and batteries that aim to have a 100%
renewable penetration. This means, that when the wind blows the island will run entirely on
wind power. The biodiesel generators will make up for the remainder when there is not enough
wind and the batteries are used to stabilize the grid. Meco at the present time is achieving only a

15% penetration. Clearly, there are solutions available.

4) Technical limitations are really cost imitations. If Heco would install a huge battery, it could
absorb all and any variations from wind and solar energy. To the extent that Heco is not
investing in grid-stabilizing improvements, technical limitations show up. If the commission
would set a certain level of renewable energy penetration, investments would be made and the
problem would be solved. A FIT rate for grid-stabilizing technologies, as proposed above under

(8) would help to generate the funding needed inside the utilities and for the developers.

5) Technical limitations can be shifted to developers. Currently the wind developers lay the
burden of energy stabilization on the utility. In Germany we see new technical specifications that

demand large windfarms to install capacitor banks to smoothen their energy. This is paid for by

an slightly increased FIT rate and no problem for either party.




6) Technical limitations assume that renewable energy gets integrated into the existing energy
structure. However, this is only true in the beginning. The necessary investments for renewable
energy dwarf the existing infrastructure. For the State of Hawaii we will see $15-20 billion in
renewable energy systems investments. Heco's generation side is worth less than $1 billion.
Soon, the real task is to design a complete energy system running on renewable energies.
Whether or not the legacy generators will find a place in such a system remains to be seen and is
of minor importance. If $15-20 billion seems like an extraordinarily large sum, it's good to
understand that Hawaii's utilities will be spending the same amount for foreign oil in the next 6-

10 years without getting the benefit of all that investment and construction.

6) Technical limitations being put forward could raise a doubt in the competency of Heco to
usher in an age of renewable energies. Obviously there is an under-investment inside Heco to
solve these problems both in the personnel sector and in the grid improvements. This raises the

possibility of assigning the task of generating and integrating renewable energy to a new entity.

7) Technical limitations can be outsourced. In the above mentioned example of Bonaire the
government ordered a complete replacement of the existing generating station with a 100%
renewable energy system. [t was entirely built by a foreign consortium. If we would extrapolate
the cost of that system to Maui's size, it would cost only as much as Meco spends in 3 years on

oil. After the imtial years, ratepayer's cost would drop dramatically.

Technical discussion




Renewable energies come in two types, firm and intermittent. For this discussion we will focus
on the short-term intermittency only, as it appears in wind and solar systems. All other energies
are considered firm, even if for example hydro power may not function for parts of the year.

1. Integration of firm renewable power
There are no difficulties with the integration of firm power into the grid until they reach a high
percentage of the energy production. As they become prevalent and substitute conventional
generators, larger renewable installations need to participate with grid management and need to
be able to perform the demand-following and frequency-stabilizing functions of the displaced
generators. Firm renewable power that vanies at longer intervals needs to be backed up by other
generators, but that's not different from conventional generators going into maintenance.

2. Integration of intermittent renewable solar power
The advantage of having distributed solar power in small and mid-size configurations is that they
tend to balance each other out. As long as the systems get deployed in various parts of each
island, there is no chance that a cloud suddenly would block them all. Vanations are much less
radical than in large central solar plants. In addition, CSP technology and battery-enhanced PV
systems smoothen the power output sufficiently that the utilities' diesel generators can follow the
slower changes.

3. Integration of intermittent renewable wind power
Wind farms create large grid fluctuations because they are concentrating energy production in
small geographic areas and the energy in wind is the cube of wind speed, i.e. small changes in
wind speed generate large changes in energy output. This is the governing reason to employ

multiple wind farms in different regions, so that they can smoothen each other's variations out

since wind speeds would change simultaneously all over the map. By best estimates, the total




amount of wind power in Hawaii that can be used without massive storage is 400-700 MW. With
a power factor of 35%, and some (paid) curtailment, this would contribute as much energy as a
100-200 MW conventional power plant. The electrification of the transport sector, with it's

massive cumulative storage will increase allowable wind power considerably.

DATED: Kihei, Hawaii, March 28, 2009.
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CHRIS MENTZEL
CEQ, Clean Energy Maui LLC




CERTIFICATE OF SERVICE

| hereby certify that | have this date filed and served the original and eight copies
of the foregoing CLEAN ENERGY MAUI’S FINAL STATEMENT OF POSITION AND
PROPOSED FEED-IN TARIFF in Docket No. 2008-0273, by mail delivery to the
Commission at the following address:

CARLITO CALIBOSO

PUBLIC UTILITIES COMMISSION

465 S. King Street, Suite 103

Honolulu, HI 96813
| hereby further certify that | have this date served two copies upon the following party of
the foregoing CLEAN ENERGY MAUI’S FINAL STATEMENT OF POSITION AND
PROPOSED FEED-IN TARIFF in Docket No. 2008-0273, by mail addressed to:

CATHERINE P. AWAKUNI

DEPARTMENT OF COMMERCE AND CONSUMER AFFAIRS

DIVISION OF CONSUMER ADVOCACY

P.O. Box 541

Honolulu, HI 96809

| hereby further certify that | have this date served one copy upon each of the
following parties, of the foregoing CLEAN ENERGY MAUI’S FINAL STATEMENT OF
POSITION AND PROPOSED FEED-IN TARIFF in Docket No. 2008-0273, by causing
each such copy thereof to be sent via e-mail in a portable document format (“pdf”) to
each such party as follows:

DARCY L. ENDO-MOTO

VICE PRESIDENT

GOVERNMENT & COMMUNITY AFFAIRS

HAWAIIAN ELECTRIC COMPANY. INC.

P.O. Box 2750
Honolulu, HI 96840-0001

DEAN MATSUURA
DIRECTOR, REGULATORY AFFAIRS




HAWAIIAN ELECTRIC COMPANY, INC.
P.O. Box 2750
Honolulu, HI 96840-0001

JAY IGNACIO

PRESIDENT

HAWAII ELECTRIC LIGHT COMPANY, INC.
P.O. Box 1027

Hilo, HI 96721-1027

EDWARD L. REINHARDT
PRESIDENT

MAUI ELECTRIC COMPANY, LIMITED
P.O. Box 398

Kahului, Hl 96733-6898

THOMAS W. WILLIAMS, JR., ESQ.
PETER Y. KIKUTA, ESQ.

DAMON L. SCHMIDT, ESQ.

GOODSILL ANDERSON QUINN & STIFEL
Alii Place, Suite 1800

1099 Alakea Street

Honolulu, HI 96813

ROD S. AOKI, ESQ.

ALCANTAR & KAHL LLP

120 Montgomery Street, Suite 2200
San Francisco, CA 94104

Attorneys for HAWAIIAN ELECTRIC COMPANY, INC.,
MAUI ELECTRIC COMPANY, LIMITED and
HAWAII ELECTRIC LIGHT COMPANY, INC.

MARK J. BENNETT, ESQ.

DEBORAH DAY EMERSON, ESQ.

GREGG J. KINKLEY, ESQ.

DEPARTMENT OF THE ATTORNEY GENERAL
425 Queen Street

Honolulu, HI 96813

Counsel for DEPARTMENT OF BUSINESS, ECONOMIC
DEVELOPMENT AND TOURISM

CARRIE K.S. OKINAGA, ESQ
GORDON D. NELSON, ESQ.
DEPARTMENT OF CORPORATION COUNSEL




CITY AND COUNTY OF HONOLULU
530 S. King Street, Room 110
Honolulu, HI 96813

Counsel for the CITY AND COUNTY OF HONOLULU

LINCOLN S.T. ASHIDA, ESQ.

WILLIAM V. BRILHANTE, JR., ESQ.

MICHAEL J. UDOVIC

DEPARTMENT OF THE CORPORATION COUNSEL
COUNTY OF HAWAII

101 Aupuni Street, Suite 325

Hilo, HI 96720

Counsel for the COUNTY OF HAWAII

HENRY Q. CURTIS

KAT BRADY

LIFE OF THE LAND

76 North King Street, Suite 203
Honolulu, HI 96817

CARL FREEDMAN

HAIKU DESIGN & ANALYSIS
4324 Hana Highway

Haiku, HI 96708

WARREN S. BOLLMEIER I

PRESIDENT

HAWAII RENEWABLE ENERGY ALLIANCE
46-040 Konane Place, # 3816

Kaneohe, Hl 96744

DOUGLAS A. CODIGA, ESQ.
SCHLACK ITO LOCKWOOD PIPER & ELKIND
Topa Financial Center
745 Fort Street, Suite 1500
Honolulu, HI 96813
Counsel for BLUE PLANET FOUNDATION

MARK DUDA

PRESIDENT

HAWAII SOLAR ENERGY ASSOCIATION
P.O. Box 37070

Honolulu, HI 96837




RILEY SAITO

THE SOLAR ALLIANCE
73-1294 Awakea Street
Kailua-Kona, HI 96740

JOEL K. MATSUNAGA

HAWAII BIODENERGY, LLC

737 Bishop Street, Suite 1860

Pacific Guardian Center, Mauka Tower
Honolulu, HI 96813

CLIFFORD SMITH

MAUI LAND & PINEAPPLE COMPANY, INC.
P.O. Box 187

Kahului, HI 96733-6687

KENT D. MORIHARA, ESQ.
KRIS N. NAKAGAWA, ESQ.
SANDRA L. WILHILDE, ESQ.
MORIHARA LAU & FONG LLP
841 Bishop Street, Suite 400
Honolulu, HI 96813

Counsel for HAWAII BIOENERGY, LLC
MAUI LAND & PINEAPPLE COMPANY, INC.

THEODORE E. ROBERTS
SEMPRA GENERATION
101 Ash Street, HQ 10
San Diego, CA 92101-3017

JOHN N. REI
SOPOGY, INC.
2660 Waiwai Loop
Honolulu, HI 96819

GERALD A. SUMIDA, ESQ.
TIM LUI-KWAN, ESQ.
NATHAN C. NELSON, ESQ.
CARLSMITH BALL LLP
ASB Tower, Suite 2200
1001 Bishop Street
Honolulu, HI 96813

Counsel for HAWAII HOLDINGS, LLC, dba FIRST WIND HAWAII




ERIK KVAM

CHIEF EXECUTIVE OFFICER
ZERO EMISSIONS LEASING LLC
2800 Woodlawn Drive, Suite 131
Honolulu, Hawaii 96822

HARLAN Y. KIMURA, ESQ.
Central Pacific Plaza

220 South King Street, Suite 1660
Honolulu, HI 96813

Counsel for TAWHIRI POWER LLC
SANDRA-ANN Y.H. WONG, ESQ.
ATTORNEY AT LAW, A LAW CORPORATION
1050 Bishop Street #514
Honolulu, HI 96813
Counsel for ALEXANDER & BALDWIN, INC., through
its division, HAWAIIAN COMMERCIAL & SUGAR COMPANY

DATED: Kihei, Hawaii, March 28, 2009

” CHRIS MENTZEL
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